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PREFACE

Thisstudy is one of aseries of studies carried out inthe process of verifying the Government of Egypt’s
accomplishment of various policy benchmarks under the Agriculturd Policy Reform Program, tranche
|. Thematerid inthisreport was prepared so that it could be edited and incorporated directly into the
Tranche | VeificationReport. Because of the purpose of the studly, itsfocusisquite narrow. It does
not attempt to be a comprehensve andyss of the topics mentioned, but rather to fulfill the purpose
defined by the content of the benchmark(s). The MVE Unit publishes these reports in the spirit of
encouraging abroader and lively discussion of important policy questions facing the agriculturd sector
decison makers.

The MVE unit would liketo thank the author(s) of the study for the ingghts they provided through their
anayss, which was accomplished in an extremely short period of time. Our gppreciation is aso
extended to those in the public and private sectors who provided information and other assstance to
the authors.

Dr. John Holtzman of the MVE Unit managed the work of the two consultant authors. He aso
provided extendve comments on earlier drafts and helped put the document in find form. Earlier
interviewsby John Holtzman, Ronad Krenz, Add Mostafa, and Abdul-Rahim Ismail provided much
of the raw materid for this report. Y vonne Azer provided expert document production and formatting
assistance, which was essentid in findizing the paper.



EXECUTIVE SUMMARY

The Government of Egypt started liberdizing the marketing of cotton in 1993/94.

In 1994 three laws were passed to liberalize the cottontrade. Law 141 established the cotton
spot market in Mina El Bassal in Alexandria. Law 210 permits cotton producers to sell cotton to
licensed traders. Law 211 defines the guiddines for the cotton Exporters Association.

Accordingto Law 211, cottonexporting islimited to membersof ALCOTEXA, and dl export
transactions must be gpproved by this Association.

Thelint cotton spot market in Alexandria has had no price setting function to start operation,
asthefloor prices of cotton have been set by the government, and the cotton export prices have been
set by ALCOTEXA for dl of the three seasons 1994/95, 1995/96 and 1996/97. Alsogovernment floor
prices for the coming season, which are expected to continue being higher than world prices, have
aready been announced. It is not to expected that the spot market will start operating next season.

Importation of cotton lint in commercid quantities was prohibited by Ministry of Agriculture
Order 54/1967 from 1967 to 1995. During this period of time, cotton could only be imported by the
GOE for governmenta and public sector companies. Starting in 1995/96 the door was opento private
sector companiesto import cotton lint. Only smal quantities of about 400,000 kentarswereimported
in 1995/96.

In the spring of 1996 the GOE announced a policy to facilitate imports of cotton from
producing countries throughout the world if phytosanitary conditions are met.

During the 1996/97 season, due to the abundant supply of Egyptian cotton and the problem
of excess cotton carryover, the public sector companies found no need to import cotton for the
1996/97 season. All domestic mill requirements were covered by Egyptiancotton. Also private sector
companies were not interested in importing cotton this season (1996/97), since the domestic supplies
were adequate and the price difference between theimported cotton and the domestic cotton was not
large enough to induce imports. In 1996 - 1997 some private companiesimported small quantities of
cotton from Syriaand Sudan.

Through phytosanitary regulations the GOE is protecting Egyptian cotton from accidental
importationof pests and unknown diseasesto Egypt such as the boll weevil. Importation of lint cotton
is free from any country according to MALR Phytosanitary regulations with no quotas. Imported lint
can be processad in any spinning mill in the country.

Cotton trade is legdly liberdized. The government interferencein cotton prices (the high floor
pricesand fixing of minimum export prices) does congtrain the participation and the performance of
the private sector inthe internd and externa trade of cotton. Most of the private firms are infavor of
free market prices.

Officids of the Minigtry of Trade and Supply said that any trader has the choice and freedom



to buy cottonfromany sdler. The Minigtry is encouraging export, and suppliesthe traders and spinners
withcottonlint at export pricesminusfob costs. They added that inthe coming season the government
will facilitate the participation of the private sector inthe cottontrade and there will be better regulations
for exporters. The main problem facing exportersis the high floor prices.

A private sector company requires a license from the Government to import lint cotton. The
public sector company has to obtain permisson of the holding company, in addition to the MALR
license, to import cotton. Other than that, there are no redtrictions againgt importing lint cotton.

Interviewed spinners said that they are freeto import lint cottonfromany country they want to,
if it meetsthe MALR regulations, but they prefer to use Egyptian cottons like Giza 80 or Giza 83 as
Egyptiancottonthisyear is priced rdatively low compared to the previous season. Egyptianlint cotton
to the domestic spinningmillsin 1996/97 season is priced at 10%- 20% below the pricesof 1995/96
Season.

Government regulation on imports of lint cotton have findly been relaxed; any trader or
gpinning mill is free to obtain a license to import cotton. Spinners will import cotton if the costs of
importing are less than domestic prices.

Setting minimum export prices for yarn and woven faoric is the main function of the Textile
Consolidation Fund (TCF). The minimum export prices, set by TCF committee, are gpplicable for dl
exporters of the public sector and the private sector for each count of yarn and each type of woven
fabric.

Minimumexport pricesare normaly established, updated and revised regularly on the basis of
costs of production, and announced twice a year in March and in September. Price setting aso
dependsinpart onthe state of domestic and internationa markets. At present the pricesfor export and
the domestic prices are the same. TCF officids said that the system of minimum prices protects the
smdler producer and helps avoid charges of dumping.

Some private sector managers complained that the minimumexport price system hinders their
marketing operations, as they could exceed this price with high quality products or through favorable
payment terms. Any price setting is not part of a free market system. This system appearsto be an
attempt to protect high cost operations and hel ps avoid dumping charges by importers.

The price system for cotton fabrics in Egypt is non-functiona. Improving the price Sgnds is
necessary for liberdizing the cotton market, for improving the efficiency of the industry, and for rasing
exports of cotton fabrics.

Interviews with cotton trading companies showed that some have difficulties with fumigetion
at the source country if that country has no fumigationfacilities. For example, some CIS countrieshave
no ports or fumigation facilities.



1. INTRODUCTION
1.1 Objective

The objective of this study is to verify the Government of Egypt’'s (GOE) accomplishment of the
fallowing policy benchmarks related to cotton trade under the Agricultural Policy Reform Program
(APRP).

1A.Lf. (By the end of March 1995,) all non-phytosanitary restrictions on imports of
cotton will be eiminated.

1.A.2b. NoGOE market regtrictionswill constrain private entities involvement in cotton
domestic marketing, ginning, exporting and importing.

I.A.4. Eliminate minimum export pricesfor yarn and woven fabrics.

I.A.5. Allow private traders to freely import cotton at "border” prices, subject to the
phytosanitary requirements.

These benchmarks are interrelated and were verified using rapid gppraisa methods.
1.2 Interpretation of Benchmarks

In Tranche | of APRP, it was necessary to conduct meetings with the concerned parties (GOE and
USAID) to arive at mutudly acceptable interpretations of the benchmarks. Theinterpretationsarrived
are a arethefallowing:

1.A.1f.  Non-phytosanitary quantitative restrictions on imports are quotas and bans. AProhibitive(
tariffs are dso included in the intent of this benchmark.

1A.2b. Thisbenchmarkisarepetitionof the enabling actions that arestatedinbenchmarks 1.a- 1.f.
It specifies that the enabling decrees, laws, and/or regulaions are in place to alow the private sector
to trade incotton, both domesticaly and internationdly, and to ginits cotton on equa terms withpublic
enterprises. Eligible private entities means private individuas or companieswho meet the requirements
of Decree 389 of 1994 (MEFT).

|.A.4. Theintentionof this benchmark isgenerdly clear as stated. The benchmark includesonly pure
cotton yarn and woven fabrics, not cotton/polyester blends.

I.A.5. Thisbenchmark duplicatesthe intent of benchmark 1.A.1.f., above. Theterm>"border” prices
could be omitted: if tradeisfree, thenit will be at border prices. The intention of the benchmark is that
there should be no restrictions of any kind on cotton imports except phytosanitary requirements for
protecting Egypt=s cotton production system. Tariffsare

generdly not the subject of this benchmark, unless they are Aprohibitive.

1.3 Sour ces of Information



The consultants conducted in-depth interviews with ginners, domestic cotton traders, exporters,
importers and prospective importers of lint cotton, including traders and spinners, and spinning and
weaving companies. Theconsultantsal so contacted key public officidsat ALCOTEXA, CATGO, the
Textile Consolidation Fund, one holding company, the Cusoms Service, the MTS and the MALR
(especidly the Plant Quarantine Department).

A complete lig of cotton subsector/textile industry contacts is provided in Annex 3. Note that the
consultants contacted a largely different set of participants than the MVE/CSPP team of Holtzman,
Krenz, Abdul-Rahim Ismad and Add Moustafa, who begantheir interviews earlier (in March 1997).
Severd informants were interviewed by both teams.

1.4 Accomplishment of Benchmarks!

1.A.1f. Benchmark fully accomplished. Privatecompaniesarefreetoimport lint cotton. Public
sector spinners face unofficd barriers to importing lint, due to the surplus stocks of cotton hed by
public trading companies who are part of the same group of cotton and textile industry holding
companies. Once these stocks are used (domestically or exported), public spinning companies will
likely be allowed to search out the lowest cost source of supply, whichcould be imports of short-staple
lint cotton in some years.

Although the holding companies are not permitting imports of lint cotton by public spinning companies
thisseason, thisisessentialy aninstruction or suggestionrather thanahard interdiction. Furthermore,
the textile industry appearsto agree withthisingructiondue to surplus lint cotton stocks as a carryover
from the last season.

1A.2b. Benchmark partially accomplished. Late announcement of private exporters lint
purchase prices (as minmum export prices less fobbing costs of $.10/Ib.) limited their export
contracting until late in the marketing season. The public sector trading companies dominated export
of cotton lint for another season.

I.A.4 Benchmark partially accomplished. There are ill de facto minimum export prices. Itis
important to remember that the liberdization/privatization process is a continuum stretching from
complete public sector control of an industry to full liberdizationand competitive, open market pricing
and dlocation. In atrangtiona period of textile industry privatization, pricing of textile productsfor the
domestic and export markets may wdl have to be done by industry committees, under TCF guidance,
until affiliated companies upgrade their management, accounting and marketing systems and learn to
operate competitively as an independent business units. In the meantime, what may appear to be
collusve indudtry pricing of tradesble outputs might be tolerated for ashort period (2-3 years) while
public companiesare restructured, strengthened and made viable independent operating units, divested
or closed down. Fear of dumping charges and finesis another reason to retain minimum export prices
temporarily, especidly when cost accounting is so difficult in public sector companies. In the fina

! Note that this write-up, done by John Holtzman of MVE, was completed and added after the consultants' draft report was
submitted.



andyss, this particular benchmark could be considered premature when one takes the broader view
of textile industry liberdization as a complex restructuring and privatization process where sequencing
of adjustment measures and policy preconditionsis of paramount importance.

I.A.5 Benchmark fully accomplished The GOE has accomplished the spirit of this benchmark
in dlowing private sector imports of cotton lint. In thisyear (1996/97) of abundant domestic stocks,
however, only Syrian and Sudanese cotton have been imported by private firms To fully satisfy the
letter of this benchmark, the GOE (MALR in particular) may need to amend the earlier restrictive
Orders 54/1967 and 55/1967, based upon the 1966 law.



2. COTTON TRADE POLICIESRECENT HISTORY SINCE 1993/94

Cottonis considered the most important cashand export crop inEgypt. Becauseof itsimportance
to the Egyptian economy, the Government for more than 30 years and until |ate eighties monopolized
al aspects related to cotton production, trading and processing, organizing seed cotton obligatory
deliveries, digributing lint cotton between exports and loca industry and pricing cotton among
marketing channds. The government has the only authority over cotton pricing, intending to secure and
provide raw materid at low prices to public sector industries and to finance industria growth and
government revenues by implicit taxation of agriculture. The government intervertion in economic
activities during this period of time and its pricing policy resulted in price distortion and deficiency in
cotton sector and agriculture activities.

In 1986, the government started to implement a program of economic reform in agriculture. Price
controls were eiminated for dl crops except cotton, sugarcane and rice. Price control on rice was
eiminated in 1991. Sugarcane is the only crop that is still under government control. The government
darted liberdizing the marketing of cotton in 1993/94.

IN1994 three laws were passed to liberdize the cottontrade. Law 141 established the cotton spot
market in Mina El Bassd in Alexandria. Law 210 permits cotton producersto sell cotton to licensed
traders. Law 211 definesthe guiddinesfor the Cotton Exporters Association. Ministerid decreeswere
issued in 1994 to establish committees to begin the implementation of these laws. Ministerid decrees
were aso issued which provided the by-laws to implement the three laws.

According to Law 211, cotton exporting is limited to members of ALCOTEXA, and dl export
transactions must be gpproved by this Association.

The GOE permitsthe importationof cottonlint and yarnbut sill bans the importation of textilesand
ready made garments to protect loca industry.

No taxes on exports of cotton lint and yarn are in force. The government is trying to improve
export incentives and diminate any condraints.

Although the spot market law No. 141 wasissuedin1994 , no lint cotton has been traded inthe
bourse until now, asthe spot market has had no price setting functionto perform. Cotton export prices
have been set by ALCOTEXA, and the cotton floor prices have been set by the government in dl
three seasons of 1994/95, 1995/96 and 1996/97. The spot market is not expected to operate next
Season.



3. NON-PHYTOSANITARY RESTRICTIONS (BANS, QUOTAS) ON LINT
COTTON IMPORTS (Benchmark 1.A.1.f)

Importationof cottonlintincommercia quantitieswas prohibited, by Ministry of Agriculture Order
54/1967, from 1967 to 1995. Until 1994/95, cotton could only be imported by the GOE for
governmental and public sector companies. The GOE gave itself an exception to the Order.

Starting in 1995/96, the door was open to private sector companies to import cotton lint. It was
expected that the goinning companieswould usethis to expand the useof the low price imported cotton
lint to meet its needs. Only smdl quantities of about 400,000 kentars (20,000 mt) were imported in
1995/96.

Ealy in 1996 the MPE relaxed the requirement that dl imported cotton be used in non-cotton
producing areas.

In the spring of 1996 the GOE announced a policy? to facilitate imports of cottonfrom producing
countriesthroughout the world if phytosanitary conditions are met. Importation from 18 countrieswas
considered. Investigators were sent to these countries to inquire about availability of cotton, fiber
properties and prices. Nine countries were diminated for different reasons. Samples from seven
approved countries were imported during the summer of 1996. In 1995/96 season 400,000 kentars
had been imported, out of it aout 52,000 kentars were imported from Syria and Sudan by three
private companies.

Imports of lint cotton were continued in 1996/97 from Sudan with an amount of 60,000 kentars
by one private sector company. The imported quantity was very smdl last season as the domestic
cotton supplies were adequate and the differences between costs of import and prices of thedomestic
cotton varieties were not attractive enough to import cotton..

The fallowing isacomparison between price of Giza 75 and the codts of importing American Pima
G.3, and betweenthe price of Giza80 or Giza 83 and the American Upland "Cdif/Ariz. Midd 1-3/32",
and between Giza 80 or 83 and imported cotton from Sudan, Based onthe prices of September, 13,
1996:

2A letter from Deputy Prime Minister, MALR to MTS on April, 23, 1996, concerning the decision of the Cabinet of March
10, 1996, to facilitatecotton import fromany country after fumigating it in the port of export, to allow achieving the targets of
Egyptian cotton export, to satisfy the needs of the local spinning industry and to ensure the economic use of cotton.

The MALR agreed on the following:

* allowing the importation of lint cotton directly from the country of origin,

* permitting anormal fumigation in the country of origin, if they have no facility for fumigation under vacuum. In this case a
second vacuum fumigation is required at the port of entry.

* allow the processing of thisimported cottonin al Egyptian mills except in Mahalla El Kobra.

* theloading, unloading and processing of these cottonswill be under the supervision of the agricultural quarantine department.

* all items of the agricultural quarantine law will be applied.



Price of Pima G.3 was 116.5 cents/lb CIF North Europe + fumigationcosts of 2.6 cents/Ib® + 8%
import duties (5% import duty + 3% service fees). This makes the costs of importing one kentar of
Pimaequd to LE 481.

Price of Giza 75 grade G/FG, at the same time, was 110 cents/Ib - fob costs of 16 cents/Ib (for
Giza 75) + LE 4/kentar commission for the cotton trading company (public sector) for dlocating the
cotton. This makes the price of Giza 75 equd to 356,3 LE/kentar, which is 74% of that of the Pima.

Comparing the price of Giza 80 or Giza 83 with the imported cotton from Sudan gives the
following:

Price of Giza 80 or Giza 83 grade G/FG: Export price of Giza80 or Giza 83 is 100 cents/Ib - fob
costsof 17 centd/lb (for Giza 80 and Giza83) + commissonof LE 4/kentar, makes the price of Giza
80 or Giza 83 equal to LE 325/kentar.

Imported Cotton from Sudan: Purchase price LE 250/kentar (according to information from Giza
Spinning Company) + fumigationcosts of 14 L E/kentar + 8% import customduty and fees. This makes
the cogts of importing one kentar of cotton from Sudan equal to about 284 L E/kentar, which is about
87% of the price of Giza 80 or Giza 83 (without cdculaing the additiond costs of port-to-port
shipment and the hidden costs until the imported cotton reaches the mill gate, and without taking into
congderationthe differencesinquditiesof cotton, asthe Sudanesecottonisof lower quaity comparing
to the Egyptian LS cotton).

Imported American Upland cotton: Price CIF North Europewas 80.5 cents/Ib + fumigationcosts
of 2.6 cents/lb + 8% import duties . This makes the costs of importing one kentar of Upland cotton
equal to 335 LE/kt, which is 2.7% higher than the price of Giza80 or Giza 83 and cheaper than the
price of Giza 75 by about 6%.

The estimated costs of importing cotton have not takeninto cons derationthe other additiona costs
required to trangport the imported cotton to spinning mill's gate and port-to-port shipment, costs of
bank interest, and other hidden costs.

Public sector companiesare not permitted in 1996/97 to import cotton  because of the abundant
inventory.

Market investigation showed that lint cotton and yarn can be imported into Egypt, while it is not
dlowed to import textiles and ready made garments. Speciad exemption could be given for the
importation of textiles that could be imported only for processing and re-exportation, as fabrics can
be imported, from country of origin, into the country, under the temporary admissons system and the
duty drawback system.

Discussons withMALR offidas show that through phytosanitary regulationsthe GOEisprotecting

3seeL. Parkset dl. Phytosanitary Regulation of Cotton Lint Importsinto Egypt, APRP, RDI Unit and CSPP, May 1997.
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the Egyptian cotton from accidental importation of pests and unknown diseases to Egypt such as the
boll weevil. Importation of lint cotton is free from any country according to MALR phytosanitary
regulations with no quotas and could be processed in any Soinning mill inthe country. Previoudy, only
the spinning mills located outside the cotton producing areas were alowed to use imported cotton.
The tariff on imported lint is 5% in addition to 3% service fees.
Table 1 shows the quantities of lint imported during 1974/75 - 1996/97 in metric kentars.

Table 1: Quantitiesof Lint Imported During 1974/75-1996/97

(Metric Kentars)
Season American cotton Sudanese cotton Total
1974/75 90000 90000
1975/76 - -
1976/77 495000 495000
1977/78 265500 265500
1978/79 436500 436500
1979/80to 1983/84, - - -
1984/85 616056 616056
1985/86 591000 25815 616815
1986/87 296461 296461
1987/88 609423 17487 626910
1988/89 613384 613384
1989/90 1137775 8015 1145790
1990/91 1029794 1029794
1991/92 730000 1260000 1260000
1992/93 730000 730000
1993/94 - -
1994/95 800000 800000
1995/96 400000 400000
1996/97 - 60000* 60000

* according to market investigations.
Source: Egyptian Cotton Gazette, No. 108, April 1997
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Cottonimports mainly came fromU.S.A., except for agmdl quantitiesfromthe Sudanin 1985/86,
1987/88, 1989/90 and 1996/97, as shown in the table.

During 1979/80 - 1983/84 Egyptian cotton production was relatively high (annua average of 9.48
mk) and stocksincreased to reachan average of 3.5 million metric kentars. Therefore, there wereno
cotton imports during this period of time.

Since 1984/85, witnessed the downward trend of the Egyptian cotton production which reached
the lowest levels during the three successive years 1989/90 - 1991/92, cotton lint was imported and
reached a maximum of 1,260 thousand kentarsin 1991/92. From 1984/85 to 1992/93, an average
of about 765 thousand kentars were imported from the U.SA.



4. GOE MARKET RESTRICTIONS ON IMPORTING AND EXPORTING OF LINT
COTTON (Benchmark 1.A.2.b)

Since 1961, and for morethan 30 years, the GOE has controlled all aspects of the cottonindustry
from farm to textile production to foreign trade. Until the end of 1995/96 exports and imports of lint
cotton were monopolized and conducted by the government or the public sector companies.

Liberdization of the cotton production subsector was initiated in 1993/94 and continued in 1994
by issuing Law No. 141/1994 that established the cotton spot market in MinaEl Bassd in Alexandria,
Law 210/1994 that permits cotton producers to sl cotton to licensed traders, and Law 211 that
defines the guiddines for the Cotton Exporters Association. Thesethreelawswere issued on June 18,
1994.

Ministeria decrees of the MEFT Nos. 354, 355, 356 of 1994 were issued on 4 August 1994 to
establishcommitteesto begin the implementation of these laws. Minigerid decreesNos. 389, 388,507
of 1994 wasissued in late 1996 to provide the by-laws required to implement the three laws.

The delay inissLingthe decreesand by-laws, especidly those of ALCOTEXA (decree No. 507/95
of MEFT), denied the private dedlers the right to export cotton during 1994/95.

According to Law No. 210, the first article stipulates that cotton traders are free to buy and sl
seed cotton, lint cotton and cotton by-products in the domestic market according to conditions,
specifications and procedures to be defined in the by-laws. Artide (4) of section Il determines the
fallowing: It istotaly banned that any naturd or legal person practice the profession of domestic cotton
trade unless his name is registered in the specid registry to be prepared for this purpose by the
concerned Minister. Any applicant for regigtration on this list should have the following requirements.

A. Should be a citizen of the Arab Republic of Egypt.

B. Should have full legd capacity.

C. Should not have been previoudy sentenced to a freedom-restricting pendty by a court of law
for acrime touching his personal integrity and probity, nor should he have been formerly declared
bankrupt, unless he has been duly reingtated.

D. Must have a licensed place of business for trading cottonin Egypt and should submit a copy of
his commercid regidration card with the gpplication for membership.

E. His declared working capital should not be less than LE 30,000.

F. He should aso submit to the genera committee in Alexandriaa cash deposit anounting to LE
3,000.

According to Law No 211, cotton exporting is limited to members of ALCOTEXA. Exporters
should be registered at the Egyptian Cotton Exporters Association according to the Law. The firgt

9



aticle of the law pinpointsthat it is totally prohibited that any person transact any cotton export trade
without having a membership of the cotton export Association. According to article 3 of the law, the
goplicant hasto be amember of the Mina El Bassal Bourse, withaworking capita of not less than LE
500,000 and should have acommercid registrationcard. The managing saff of the exporting company
should possess a least five years experiencein the field of cotton trade. The member should commit
to pay the following™:

a) A regidtration fee, on the approval at arate of one per cent of the minimum capital required for
membership.

b) An annua subscription at the rate of one per thousand of his capital at aminimum of LE 5,000.

¢) A feethat does not exceed LE 5 for each exported cotton bae as charges of the special services
rendered by the Association for its members.

Asking ALCOTEXA and some membersof the Association about conditions and fees, they gave
us the same aforementioned conditions and fees.

On August 19, 1996 the Prime Minister issued Decree No. 2322/1996 to establishacommittee
headed by the Deputy Prime Minister, Minister of Agriculture and Land Reclamation, and consisting
of Minigers of MPE, MTS, MFin, MIMW and the Governor of Centra Bank of Egypt, to put the
regulationsand policiesthat concernwiththe import, export and pricing of cottonin sphere of theissued
laws that meets the common good, taking into consideration the 1995/96 cotton policies.

Wheninterviewing private cottontradersin April and May 1997, we asked about any constraints
facing them in exporting lint cotton. They said that they have to go through a cotton allocation
committee, headed by the holding company, to secure cotton for export.

Most interviewed cottontradersagreed that the cotton tradeislegdly liberdized. The government
interference in cotton prices ( the high floor pricesand the fixationof the minimum export prices) does
congrain the participation and the performance of the private sector in the internal and externa trade
of cotton, and most of them are in favor of free market prices.

Officds of the MTS said that any trader hasthe choice and freedomto buy cottonfromany buyer.
Cotton exporters and spinnersare purchasing the cotton lint, from the holding company, a the export
price minus fob cost. They added that the Minigtry is encouraging export and inthe coming season the
government will facilitate the participation of the private sector in  the cotton trade and there will be
better regulations for exporters. The main problem facing exportersis the high floor prices.

Importation of cotton is subject to very close scrutiny by the MALR from the standpoint of
phytosanitary regulaions. For many yearsdl imported cottonwasrestricted to Cdifornia, Arizonaand
to Sudan. and the MALR required that the imported cotton could be used only in spinning millslocated

Al these fees and subscription compose the sources of ALCOTEXA's revenues.
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outsde of the cotton producing areas. Until 1994/95 dl imported cotton was contracted for by the
government or by the public sector companies.

In March 1996 the GOE announced a policy to facilitate imports of cotton from producing
countriesthroughout the world if phytosanitary conditions are met, and relaxed the requirement that all
imported cotton be used in non-cotton producing aress. Importation of trid shipments from 18
countries were consdered. In 1996 a private company imported 600 tons of cotton from Syria, a
second private company imported 10,000 kentars from Sudan, and a third private company imported
5,000 bales from Sudan

In 1996/97 season, due to the abundant supply of Egyptian cotton and the problem of cotton
carry-over, public sector companies found no need to import cotton for the 1996/97 season. Al
domestic mill requirements were covered by Egyptian cottons. Also private sector companies were
not interested in importing cottonthis season, sincethe domestic supplieswere adequate and theprice
differences betweenthe imported cotton and the domestic cotton were not attractive enough to import
cottor?. In this season some private companies imported smal quantities of cotton from Syria and
Sudan.

The government regulationon imports of lint cottonhave findly beenrelaxed. A trader or goinning
mill can have alicense to import cotton, but spinnerswill import cottononly if costs of import are less
than domestic prices.

Interviewed cotton tradersin April and May 1997 were asked about any congraints facing them
inimporting lint cotton. They said importing cotton depends upon prices and costs and trash content.
In this season most of the spinners prefer Giza 80 and Giza 83 because of their suitability for the yarn
count they are producing. They are aso rdaively cheap. Cottontradersand spinnerssaid thet they are
free to import lint cotton from any country they want to, if it meetsthe MALR regulations. There are
no governmental market restrictions on importing lint cotton, except they have to get alicensefor that
fromthe Minidry.

Interviews show that some of the traders and spinnersdo not have enough information about the
new sources and regulations of importing cotton. MALR officids say that phytosanitary procedures
are essentid for any country that is a mgor producer and exporter of cotton. Pest infestation could
potentially devastate Egypt's cotton crop.

A comparison between prices of Egyptian cotton and imported cotton is given on pp 11 - 12..
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5. MINIMUM EXPORT PRICESFOR YARN & WOVEN FABRICS (Benchmark |.A.4)

Setting minimum export prices for yarn and woven faoric is a man function of the Textile
Consolidation Fund (TCF), whichwas created by Law 251 of 1953 as astate organizationto address
problems facing the private industry. The primary broad objectives of the fund were to sabilize and
support export prices and provide promotiona assistance to the industry (e.g., control, training,
technical assstance).

When TCF started in 1953, they charged 6% of the vdue of dl the cotton which went into the
spinning mills 1N 1983, they stopped collecting the 6% and since then they have never been supported
by government funds and have been financidly independent. TCF collects nomind feesfor testing of
al textiles and for other services. Export subsidies for yarn and fabrics were eiminated in 1984.

TCF adminigtersthe export quotasto the EU and USA. It certifiesapproval for quotas. According
to the WTO regulaions these quotas will be phased out by the year 2005. TCF inspects dl textile
exports and stamps them with their gpprovad. This diminates conflicts over qudlity.

The main functions of TCF are asfollows;

* To establish minimum export prices for cotton yarn and most woven fabrics.
* To gpply industry stlandards through quality control and testing.

* To represent Egypt's industry in international conventions.

* To collect, compile, and disseminate industry data.

Theboard of TCF consstsof 7 members representing the weaving and textile companies, eected
through the Chamber of Textile Industries for two years, headed by an eected Chairman. In addition
to the above-mentioned members, ancther 5 members are appointed by the GOE representing the
following related governmentd indtitutions:

1. Chairman of the Industria Control Association

2. Chairman of the Internal Trade Sector, MTS

3. Chairman of the Holding Company of Cotton and International Trade
4. Deputy Director of the Cotton Research Indtitute

5. Chairman of the Foreign Trade Sector, MTS
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The minimumexport prices of cottonyarnand cottonfabric are set by the Commercid Committee,
whose members are chosen by the Board of the TCF. The Commerciad Committee consds of the
Chairmen of the three Holding Companies and the Chairmenof 11 Spinningand Weaving Companies’,
and it is headed by the Chairman of the Holding Company for Spinning & Weaving & Ready-Made
Cloth.

The minimum export prices of cotton yarn and fabric set by TCF are applicable for al exporters
of the public sector and the private sector for each count of yarn and each type of woven fabric.

Minimum prices are normally established, updated and revised regularly and announced twice a
year in March and September on the basi's of changesin production costs reported by companiesand
the state of domestic and internationa markets. At present the pricesfor export and thedomestic prices
arethe same. TCF officids sad that the system of minimum prices protects the smdler producer and
helps to avoid charges of dumping.

Pricesfor export of knitted fabrics and ready-made garments produced by the private sector are
free and not regulated. A minimum priceis set for garment products exported by public mills.

The following table gives the totd exports of cottonyarnand cottonfabric, blended and synthetic
fabricsin 1994, 1995 and 1996

The 11 companies are:

1. Misr Spinning & Weaving Company, Mahalla El Kobra
2. Misr Shebin El Kom Spinning & Weaving Co.

3. Misr Fine Spinning & Weaning Co., Kafr El Dawar
4. Uniarab Spinning & Weaning Co., Alex.

5. Alexandria Spinning & Weaning Co., Alex.

6. Siuf Spinning & Weaning Co., Alex.

7. Nasr Wool & Selected Textile Co.. STIA, Alex.

8. Damietta Spinning & Weaning Co., Damietta

9. Misr Iran Spinning & Weaning Co.,

10. El Ameria Spinning & Weaning Co., Alex.

11. Delta Spinning & Weaning Co., Tanta
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Table 2: Total Exportsof Cotton Yarn and Cotton Fabric, Blended and Synthetic Fabricsin
1994, 1995 and 1996

ltems 1994 1995 1996

Tons LE 1000 Tons LE 1000 Tons LE 1000
Cotton Yarn & Cotton Fabrics
Cotton Yarn 93332 | 1131105 63224 | 1007442 41194 656184
Woven Cloth 28024 | 371124 19377 307645 17205 255768
Knit Fabric 12325 | 433133 14423 527022 17100 645154
Towds 2185 38762 2737 53399 2782 55421
RMGs 10268 | 396413 12900 492347 13446 522804
All Other 7499 | 109450 10879 175161 9744 168541
Tota Cotton 153633 | 2479987 123540 | 2563016 101471 2303872
Synthetic Yarn and Fabrics
Fibers& Yarn 1252 10349 411 4552 1782 15055
Synth. woven 11 453 15 296 31 1460
Fabric.

RMGs 1494 36634 2266 59224 3592 83271
Tota Synth. 2757 47436 2692 64072 5405 99786
Blended Yarn and Fabric
Blended Yarns 17407 | 172873 7803 99994 6471 70637
Blended Fabrics 3267 51474 4525 76122 3784 61256
RMGs & Other 30 997 40 1605 411 14461
Totd Blended 20704 | 225344 12368 177721 10666 146353
Grand Total 177094 | 2752767 138600 | 2804809 117542 2550012

Source: Textile Consolidation Fund

Exported quantities have declined from 1994 to 1996 for cottonyarn (56%) and fabric (39%), but
increased for knit fabric (39%), towes (27%) and RMGs (31%). Overall, total cotton exports
decreased 34%, dthough nomina export revenue dropped only 7%.

The spinning and textile industry conssts of :

* 25 public sector textile companies under three holding companies, out of which 19 spin cotton
yarn and 20 weave cotton fabric.

* 2 investment companies, Misr-Iran Co. which is owned by a public bank, two public sector S.
& W. companies and the Government of Iran. The other company isMisr- Ameria Co. owned by
apublic commercid bank. Misr-Iran spins cottonyarn only while Mis-Ameriaspins, weavesand
produces RMGs.
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* Another amd| private company (SEKAM) produces organic cottonand ginsit ina public sector
gin, and then spins and manufacturesit in its private mill. 1t produces RMGs, using pure organic
cotton, for export and for the loca market.

* Only one private sector spinning company in Gizaspins yarn, makes knit fabric with most of the
yarn it produces, and makes garments with most of this fabric which are mostly exported.

* Thereisalarge number of private fabric companiesin Egypt (about 2000), none of which spin
cotton yarn. Many spin synthetic yarn, viscose and polyester. These are smal companies.

Most of the public sector companies have suffered financia deterioration and have accumulated
large debts. Many of these companies are becoming more oriented towards producing only under
contract.

Thereisno dgnificant private sector ingpinning, asthe profit margins arenot atractiveto the private
sector. Raw materid costs contributes more than 60% of the total costs , while internationaly it
contributes about 45-50%. Thereisonly one private sector company that spins yarn from cotton, that
is Giza Spinning, Weaving, Dying and Finishing Company.

The private sector concentrates onweaving and garment making. About 50% of the woven fabric
and about 80% of the RMGs is produced by private sector companies.

Purchasing prices of lint to the domestic spinning mills in 1996/97 are estimated at 12% - 20%
below those of the previous season. In 1996/97 spinning mills are paying the export prices minusthe
fob coststhat range between14 - 17 cents/lb according to variety. Thismakesthe current price of Giza
75 (grade G/FG) about 357 LE/lint kentar’, whichis 19.1% bel ow the price of Giza 75 of the previous
Season (in 1995/96 spinning mills paid 441 LE/int kentar of Giza 75). Asfor Giza 80 or Giza 83 the
price in the 1996/97 season amounts to 325 LE/lint kentar, which is 11.5% below the price of
1995/96 (367 LE/lint kentar)

Egyptian exports of yarn, cotton fabric and RMGsin the first quarter of 1997 were about 20%
above the 1996 level. The Chairman of the Holding Company for Spinning & Weaving and Ready
Made Clothes announced® that exports of textile products in the first three months of 1997 increased
by 30.8% compared to exports during the same period of time last year, due to an agreement made
among the producing companies to reduce the prices by 6%. Although this action reduces the profit
margin of the companies, it increased exports. This shows that fixing the export prices by TCF could
influence the exports of fabrics.

TCF reported that 40% of textile output is exported, while the domestic market adsorbs the other
60%.

"Detailed calculations are givenonpage1l. Concerning thelint pricesof 1995/97, review: Krenz, R., Liberalization of Cotton
Marketing in Egypt, 1993-97, GTZ, CSPP, p. 14

8Al Ahram of May, 18, 1997

15



Some private sector managers complained that the minimum export price system hinders their
marketing operations, asthey could exceed this price withhigher qudity products or through favorable
payment terms. Any price setting is not a part of free market sysem. This system appears to be an
attempt to protect high cost operations and to help avoid dumping charges by importers.

Thisindicatesthat the price systemfor cotton fabricsin Egypt is non-functiond. Improving the price
sgnasis necessary for liberdizing the cotton market, for improving the efficiency of the industry, and
for raising exports of cotton fabrics.

There are no taxes or fees on exports of cotton products. Polyester and textile products that are
at least half polyester are subject to duties. Poly yarn faces duties of 15-30% and poly fabrics are
subject to 45% import duties.

The following table gives the custom duties and taxes on the imports of cotton lint and cotton
fabrics.

Table 3: Custom Duties and Taxes on the Imports of Cotton Lint and Cotton Fabrics

Product Tariff Services Fees Sales Taxes
Lint Cotton 5% 3% -
Cotton Yarn 30% 3% 10%
Cotton Fabrics 45% 5% 10%

Source: Customs Department, Unified Tables for Customs Tariffs and Sales Taxes.

Most of the interviewed cotton, yarnand textile private sector exportersarein favor of free market
prices. Most of the public sector companies prefer the present system of price setting.

The following table gives the imported quantities and vaues of yarn and fabric in 1993/94 -
1995/96.
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Table 4: Imported Quantitiesand Values of Yarn and Fabricin 1993/94 - 1995/96

ltems 1993/94 1994/95 1995/96
Tons LE 000 Tons LE 000 Tons LE 000

Cotton Yarn 3001 27612 5902 74944 12703 170959
Wool Yarn 337 3946 112 3579 40 1717
Flax Yarn 3 128 231 5588
Sik Yan 8 809 39 4046 10 651
SyntheticYarn | 51325 311069 44714 360312
Cotton Textile 7244 123485 6792 123759 4954 106081
Wool Textile 392 17804 340 23267 267 15794
Sk Textile 1315 23491 11 730 17 1289

Source: CAPMAS
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6. PERMIT PRIVATE TRADERSTO IMPORT COTTON AT BORDER PRICES,
SUBJECT TO PHYTOSANITARY RESTRICTIONS (Benchmark 1.A.5)

Onduly 1993 the MEFT issued decree No. 288 whereby the import banlis was reduced from 78
commodities to three banned items. These items are daughtered chicken and parts, textiles and
garments. The GOE 4till bans the importation of textile and ready made garments to protect the local
indugtry.

Lint cottonimportsare not banned. However, the private sector isrequired to obtain alicensefrom
the government to import various agricultura commodities.

Cotton imports into Egypt, which began in 1974, have been subject to very close scrutiny by the
MALR from the stland point of phytosanitary regulations.

Until 1994/95 dl imported cotton was contracted for by the Government or by the public sector
companies.

For many yearsand until 1995/96 al imported cotton was restricted to Californiaand Arizona or
Sudan. The MALR required that the imported cotton could be used only in spinning mills located
outside of the cotton producing areas. Stringent phytosanitary procedures are essential for any country
that isamajor importer or exporter of cotton. Pest infestationcould potentialy devastate Egypt's cotton
crop. Phytosanitary and hedlth regulations have become an impediment to trade.

Early in 1996 the MPE relaxed the requirement that al imported cotton be used in non-cotton
producing aress. Previoudy, only the soinning mills located outside the cotton producing areas were
alowed to use imported cotton.

In the spring of 1996 the GOE announced a policy to facilitate imports of cotton from producing
countriesthroughout the world if phytosanitary conditions are met. Importationfrom 18 countrieswere
consdered in this year.

In 1996/97 due to the abundant supply of Egyptiancotton, there was no need to import cotton for
1996/97 season. All domestic mill requirementswere covered by Egyptian cottons. The private sector
companieswere not interested inimporting cotton, as the differencesbetweenpricesof imported cotton
and prices of the domestic cotton were not attractive enough to import cotton.

In addition to the MALR license for importing cotton, permission from the Holding company is
required for the public sector company to import lint cotton. Other than that, there are no regulations
or restrictions againgt importing lint cotton.

The government regul ationonimports of lint cotton have findly beenrelaxed. Any trader or soinning
mill can obtain alicense to import cotton. However traders and spinners said they will import cotton
if the cost of importsis less than domestic cotton prices.

Custom charges for importing lint cotton are 5% for custom duties and 3% service fees. Cotton
traders said that importation of lint cotton is permitted under the permission of the MALR. However,

18



interviews with traders gave the impression that most of them have had no experience with cotton
importation, and they have litle information about the new sources of imported cotton. Also, smdl
importers have to buy with others to assemble alarge port-to-port shipment to reduce import costs,
and to cover the cogts of paying for GOE officias to observe the fumigation process in the exporting
country.

MALR offidds sad that phytosanitary procedures are essentia for any country that is a mgor
producer and exporter of cotton. Pest infestation could potentially devastate Egypt's cotton crop.

Interviewed spinners said they are free to import lint cottonfromany country they want if it meets
the MALR regulations, but they prefer to use Egyptian cottons like Giza 80 or Giza 83, as Egyptian
cottons thisyear are priced relatively low compared to the previous season.

Interviewswith cotton trading companies showed that some have difficultieswithfumigationat the

source country if they have no fumigationfadilities, suchasthe CI S countries which have no ports and
fumigation fadlities
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ANNEX A: The Relevant L egislation and Decr ees
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The Relevant Legidation

Important laws, decreesand releasesissued and announced and related to the cotton sector are given
in the following table:

Date No. of Sour ce of Principal Components
Issue Issue

Oct. 1996 | Draft Law | Presdent of Concerning the Establishment of the Cotton
ARE Stabilization Fund. According to the Draft Law
that was furnished to the People's Assembly for
goprovd, the fund will be financed by the
following sources:

* Annua subscriptions of LE 10/fd for seed
production to be collected (from cotton growers).

* Annua subscription of 3% of the total vaue of
ginned cottons.

* |n case of increasing the export prices of lint
over its equivaent the floor prices, 50 % of this
increase in prices will be collected to the benefit of
the fund.

* 3% of thetotal vaue of the imported cottons
will be collected from the importing company for
the benefit of the fund.

* 3% Lievy from the vdue of theimported yarn.

* The surplus of the sales of cotton seed that
amounts LE 60 million.

* 5% of the value of tradable seeds collected by
the gins from oil extraction companies.

* Funds that may be alocated by the government
to achievethefund objectives.

* Contributions, donations, wills and grants given

to the Fund.
Sept. 24, Decree MTS Amending Item 34 of Decree 388/1994 (of the
1996 No 382 By-Law 141) and saysthat dealing cotton among

registered traders in the bourse is only for
transactions done ingde Alexandriathrough
registered Brokersin the Mina El Bassal Bourse.

Sept. 24, Decree MTS Egtablishing a committee to formulate policies for
1996 No 383 the alocation of cotton of 1996/97 to domestic
mills and export. The committee conssts of El
Masekh (CATGO), Abu Elkomsan (MTS) and
Leheta (Alex. Commercia Co.)
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Date No. of Sour ce of Principal Components
Issue Issue

Sept. 18, Decree MIMW Obligate the loca producersto follow the

1996 No. 180 Egyptian Standard Specifications. The Decree
forcesthe locd producers to use an Identification
Card or Data Card that contains the exact
specifications of the product. The Decree gave 6
months starting from the date of issue for
implementation.

Aug. 29, Release CATGO Determines CATGO'sfee of LE 8 for each

1996 No. 22 sample.

Aug. 24, Decree The Prime Concerning the establishment of a high committee

1996 No. 2322 | Miniger to dedl with cotton exporting, importing and
pricing, and condsts of Deputy Prime Minister of
MALR as chairman and the ministers of MPE,
MTS, MF, MIMW and the Governer of the
Centrd Bank of Egypt as members.

Aug. 7, Decree MALR Concerning the cotton marketing systlem during

1996 No. 908 the 1996/97 cotton season.

Aug. 6, Decree MTS Concerning the elimination of Decree 457/1995 of

1996 No. 308 the MEFT .

May 25, Decree MTS Determinesthat it is forbidden to buy or sdll any

1996 No. 193 seed cotton or lint cotton to the domestic spinning
mills without CATGO's Certificate.

April 14, Decree MTS Concerning setting the floor price for seed cotton

1996 No. 133 during the 1996/97 season.

Jduly 30, Decree MEFT Concerning limiting storage of ginned lint cotton,

1995 No. 457 for no more than 30 days after ginning.

Aug. 28, Decree MEFT Concerning setting the floor price for seed cotton

1995 No. 549 during the 1995/96 season.

1995 Decree MPE Concerns the establishment of a committee to

No. 338 secure the requirements of the public sector

Spinning and weaving companies from the
Egyptian cottons through the trading and ginning
companies.

Aug. 28, Decree MEFT Established the Regulations of the Cotton Trade

1994 No. 389 Law. Detals are given on page 14.
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Date No. of Sour ce of Principal Components
Issue Issue

Aug. 28, Decree MEFT Established the Regulations of the Spot Market

1994 No. 388 Law. Detals are given on page 14.

Aug. 11, Decree MEFT Thefirst decree of the cotton floor prices for the

1994 No. 364 crop season 1994/95.

June 17, Act No. President of Concerning issuance of alaw of the generd rules

1994 211 ARE and regulations for the Cotton Exporters Union.

June 17, Act No. President of Concerning issuance of alaw organizing domestic

1994 210 ARE cotton trade.

May 31, Act No. President of Concerning the regulations of the establishment of

1994 141 ARE Cotton Spot Market, Mina El Bassal Bourse.

Sept. 1, Decree MEFT Concerning setting the floor price for seed cotton

1993 No. 344 for the 1995/96 season.

July 1993 | Decree MEFT The import ban list was reduced from 78

No. 288 commodities to three banned items. daughtered

chicken and parts, textiles and garments.

Dec. 29, Decree MEFT Egtablished acommittee of representatives of all

1992 No. 710 companies, organizations and Minigtries involved
in the cotton business to study and recommend the
floor prices of cotton. The committee held
mesetings only in 1993

1991 Decree MEFT On controlling certain imported commodities.

No. 419
Jduly 9, Decree MALR I dentifying the conditions required to license the
1967 No. 55 importation of cotton parcels and cotton products.
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ANNEX B: Sourcesof | nformation



REFERENCES

GTZ, Egyptian German Cotton Promation Program, Privatization of Cotton Marketing in Egypt,
1993 -1997. By Ronald Krenz, May 1997.

APRP, RDI Unit and CSPP, Phytosanitary Regulation of Cotton Lint Importsinto Egypt. By
Parks L., E. Joseph, B. Oteifaand T. El-Sharkawy, Draft, May 13, 1997.

APRP, RDI Unit, Liberalization and Privatization in the Cotton and Rize Subsectors: The
Roadmap to Procedural and Regulatory Reform. Submitted by Ruddy V. and M. Spence, March
1997.

GTZ, Egyptian German Cotton Promotion Program, Study on Support Price Policy: Preparatory
Sudy on Cotton Price Policy. By Rashad El Saadany, February 1997.

USAID, APRP, Monitoringand Verification Reports of Tranche VI and Tranche VI, Cairo, 1995
- 1996.

USAID, Assessment of Potential for Liberalization and Privatization of the Egypt Cotton Textile
Subsector. Prepared by Chemonics Internationa, Cairo, July 1993.
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OTHER SOURCES OF INFORMATION

Laws and Decrees issued by the following Ministries: MALR, MTS, MPE, MEFT,and MIMW.
Dates, sources and topics of these Laws and Decrees are given in the table of pages 23 -25 in this
report. Copies of Laws and Decrees are available.

Interview notes conducted through CSPP and MV E Unit Seff. Lig of dates of theseinterviews, names
of companiesand persons contacted is given on page 30.

Interview notes conducted by the Authors of this Report. List of dates of these interviews, names of
companies and persons contacted is given on page 31-32 of this report.
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List of CompaniesVisted by APRP & GTZ Staff
(between March 10 and April 15, 1997)

Name of Company Kind Respondent Date Of | Interviewed By
Interview
Port Said Trading Co. PBS | Dr. Wagdy Hendy March 10 | RK,ARI,AM,JH
Eastern Co. PBS | Emad Abou El Ela March11 | ARI,AM
Al Ahly Co. PRS | Moh Montasser March 16 | RK,ARI
Alcotan Co.& PBS | SadHaggag March11 | RK
ALCOTEXA
Kahira Cotton Co. PBS | Sayed Nasr March11 | ARI
Int. Trade and Cotton PBH | Nabil Marsafawy March18 | RK
Holding Co. C
Alexandria PBS | Add Lehitta March18 | ARI
Commercid Co.
Taaat Harb Co. PRS | Abou Bakr Ghoniema | March 18 | ARl
El-Nasr S& W. Co. PBS | lbrahim Hegazi March23 | ARI,RK, JH
"Chourbagi or Tricona’
Alam Abd El Azm PRS | Alam Abdil Azm March25 | ARI, RK, JH
Weaving Co.
Dayem Tex Spinning PRS | Ahmed Hafez March 27 | ARI, RK, JH,
& Weaving Company AM, KS
Textile & Weaving Factory | PRS | Abdelwahab March30 | ARI, RK
Sharkawy Deputy
Ch. of Chamber
of Coop. Assoc.of
Textile factories
Giza Spinning & Weaving PRS | M. Mazouk April 2 ARI, RK
Co.
Misr-Hewan Spin & PBS | Hamad Fouda March 26, | ARI, RK, JH
Weav. Co. 97
Mis Fine Spinning & PBS | Moh. Hosam El Din | April 10, ARI, RK, KS
Weaving a Kafr lbrahim 97
El Dawar
El Nasr S. & W. Co. PBS | Moh. El Shazly April 12 ARI, RK
MehdlaEl Kobra
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Name of Company Kind Respondent Date Of | Interviewed By
Interview

Misr S. &W. Co. PBS | MohHosny Abddla | April 13 ARI

Shebin El Kom

Unirab S&W Co. PBS | Ali lam. Khdifa April 14 ARI, RK, JH

El Suf S&W Co. PBS | MohEl Sayed SdAmin | April 14 ARI, RK, JH
National S&W Co. PBS | Fawzy Sdem April 15 ARI, RK, JH
Alexandria S& W Cao. PBS | Refaat Hdd April 15 ARI, RK, JH
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ANNEX C: Contacted Per sons



PERSONS CONTACTED

* Mr. Mahmoud Ibrahim, Chairman of Textile Consolidation Fund, April 29, 1997.
* Dr. Ali Abdd Rahman, Ministry Advisor, MTS , May 6, 1997.

* Mr. Foad Nagib, Director of the Textile Products Department and Ali El Hawam, Head of the
Domestic Trade Sector, MTS, May 6, 1997.

* Mr. Said El Kholy, Head of Governorate Agriculturd Affairs, MALR, May 10, 1997.
* Mr. Mohamed El Sharkawi, Director General of Cotton, MTS, May 10, 1997.

* Mr. Said Abu El Komsan, Undersecretary of Foreign Trade, MTS, May 10, 1997

* Mr. Said Erfan Rashed, Director Generd, CATGO, Alexandria, May 12, 1997

* Mr. Refaat Hela, Chairman of Alexandria Spinning and Weaving Co., May 13, 1997
* Eng. Hend Kowaidy, Head of Commmercia Sector TCF, May 28, 1997

* Mr. Yehia Hed, Consultant of Modern Nile Co., Former Chairman of ALCOTEXA, May 14,
1997.

* Mr. Ahmed El Masekh, Chairman of CATGO, Alexandria, May 13, 1997

* Mr. Sad Hagag, Chairman of ALCOTEXA, and Mr. Ali Sharif the Director Generd of the
Association, Alexandria, on May 13, 1997

* Mr. Amin Abaza, Chairman of Modern Nile Company, May 25, 1997
* Mr. Foad Ledla, Director Genera of Marketing, Modern Nile Company, Cairo, May 14, 1997
* Dr. Taha El-Sharkawy, Undersecretary of State for Plant Quarantine, MALR, June 2, 1997

* Mr. Maged Marsouk, Chairman of Giza Spinning Company, May 26, 1997
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ANNEX D: A letter from Deputy Prime Minister, MALRtoMTS



A letter from Deputy Prime Minister, MALR to MTS on April 23, 1996, concerning the
decision of the Cabinet of March 10, 1996, to facilitate the importation of cotton from any
country.

To: Dr. Ahmed El Gowelly / Minigter of Supply and Internd Trade

Referenceto your letter No. 2024 dated 11/4/1996 regarding the decisionof the Cabinet of March 10,
1996, to facilitate the importation of cotton from any country after preparing it in the ports, to dlow
achieving the targets of Egyptian cotton export, to satisfy the needs of the local spinning industry and
to insure the economic use of cotton, to take advantage of thefeatures of Egyptian cottonto accomplish
the maximum revenue to the farmers.

Kindly beinformed that there is no need to issue a ministeria decreefor that, asit is not ordinary to
issue aminigerid decree for importing any products. Also beinformed that the Minidry of Agriculture
approved the following:

¢ Permit theimport of lint cotton directly from the country of origin.

¢ Pemitting the ordinary fumigationinthe country of origin, whenthe fumigationunder vacuum is not
available, but obliging the importer to make the fumigationunder vacuum inthearriva port in Egypt.

¢ Permit the processing of thisimported cotton is dl the Egyptian mills except in Mahdla El Kobra

¢ The loading, unloading and processing of these cottons will be under the supervision of the
agriculture quarantine department.

¢ All itemsof the agriculture quarantine law will be applied on dl steps.

Vice Prime Minigter
and Minigter of Agriculture and Land Reclamation

D-2



